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Attached ias Tad C to the bacquound macer forwarded earliar
teday and an additional paper from Commerce for the Nurional
Security Council Meeting on Tuesday, February 2. Alse attachad
is page 1 o2 the bachground papax inadvertently deleted £xrom
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Clarification of tha Scove of the Decemkber 30, 1931
Sanctions Invoiving Oil and Gad
Doguipmant Exports oo cae sSoviat (nion

Since the imposition of expanded forsign policy coatrols on oil
and gas eguiomen: exports ¢to the Soviet Unicn on Decexkar 30,
1981, thers has besen disagreement within the govermmant as o

the gcope and interpretation of those controls. It is urgsnt
that tha mazter be resolved quickly, so that the Commerca Dapart—
ment can publish definitive regulations.

Basieally, the controvarsy involves whether the sanctions vars
intendad ¢o cover controlled subsidiaries of U.S. companies
abroad and whether they were xntenﬂea to cover foreign licsnzees
of U.S. comyanles, :

In an atteawpt o obta&n &nteragency agrsement on this matiar, a
meeting wvas hald opn January 27, 1982 in the Situatioa Roem con-
nisting of xepres@ata&ivag'of the Cepartment oOf State (Stoceszsal), .
Dufansa (Carlucci), Commercs (0lmar), CTA (Inman), OLiicas of

the Vica President (Murphy) and Ambassador RKirkpatricik. A pagey
prapazad by The Commeyce Department (Tab A) was unsed asz ¢the basias
for diucussion. Subsaqu@atlj, a more extzrded Courarce Dapartnont
papar on the legal backgromnd was received (Tab B).

Unfortuﬂately, it was not mose&bla to g2t unanimous agraa@Eent

- on the quastions of the application of the sanctiona <o sub~
gidiaries and/ox llcenaeeg. Lefense, CIA, Comm@rce, uson, OC£Zica
of tha Vice Preaident and N5C agree that thse sanstions chould ba
interprated to 1nclude ﬁubaidiarxaa and llcenSNes, for the fol-
lowing reasons:

~-- Without such application, the sanctions will b2 ilnaffectiva
in glowing or stopping development of the Siberian pipalina.

-- Not applying the sanctions to subsidiaries will ba cean
as penalizing U.S. companies, U.S. workeyrs and U.S. expgoxts rathex
than tha chxets.

-~ Fven if aster prolongeé lit;gat on, extension of the
controls is declared invalid in other countries, by thal tims
graat damage will have be2en done to the pipeline projack bacauss
of continued uncertaintiesa. This i3 particulasrly trua of ths
banking community. '

~= Not applying the sanctions to subsidiaries and licenszess
will be perceived as making our original response very waak and
incrsase the likelihood of a longshoxemen's boycott of grain
shipments as well as encouraglng medxa and @nlltlcal eriticiom.
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